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This  report  is  completed  to  fulfill  the  requirements  of  CDFC's 
enabling  legislation  Chapter  AOF  of  the  Massachusetts  General  Laws. 
The  enactment  added  by  St.  1975,  c  866,  provided  in  section  4  states 


"The  Chairman  of  the  Board  of  Directors 
of  CDFC  created  by  section  two  of  this 
act  shall  submit  three  months  after  the 
end  of  the  fiscal  year,  to  the  Clerk  of 
the  House  of  Representatives,  and  to  the 
Clerk  of  the  Senate  an  annual  report  of 
the  Corporation's  activities." 
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PROGRAM  SUMMARY 


The  Massachusetts  Community  Development  Finance  Corporation  is  a 
unique  public  corporation  that  invests  capital  in  business  ventures 
undertaken  in  conjunction  with  community  development  corporations  (CDCs) 
in  economically  depressed  areas  of  Massachusetts.   CDFC  invests  in 
businesses  which  will  offer  good-paying  employment  opportunities  and  other 
direct  benefits  to  CDC-area  residents.   An  investment  is  made  where  there, 
is  an  active  CDC,  broadly  representative  of  its  community,  which  will 
maintain  sufficient  involvement  to  assure  that  CDFC's  public  purposes  are 
met.   Eligible  businesses  may  be  either  privately  or  CDC  owned. 

The  $10  million  is  invested  either  as  debt  (loans  with  negotiable 
rates  and  terms)  or  equity  (the  purchase  of  common  or  preferred  stock) 
or  as  some  combination  of  the  two.   To  maximize  CDFC's  limited  resources, 
participation  of  other  private  and/or  public  funds  is  sought  in  each 
investment. 

The  outstanding  commitments  include: 

-a  $390,000  loan  to  Colonial  Cooperative  Press  Inc.,  a  worker-owned 
Clinton  book  composition  company,  in  conjunction  with  the  Clinton  CDC, 

-a  $275,000  debt  and  equity  investment  in  Our  Market,  Inc.,  a  full- 
service  supermarket  (formerly  owned  by  First  National  Stores)  in 
the  Codman  Square  business  district  in  Dorchester,  in  conjunction  with 
the  Codman  Square  CDC, 

-a  $275,000  debt  and  equity  investment  in  Harvard  Design,  Inc.,  a 
Cambridge  upholstered-furniture  manufacturer,  in  conjunction  with 
the  Cambridge  Community  Economic  Development  Corporation, 

-a  $90,000  debt  and  equity  investment  in  Portuguese-American  Publications, 
Inc.,  a  Portuguese  language  newspaper  and  commercial  printer  serving 
Southeastern  Massachusetts,  in  conjunction  with  the  Fall  River  CDC 
(Re-Act), 

-a  $90,000  debt  and  equity  investment  in  Microdata  Servicenter,  Inc., 
a  microfilm/microfiche  service  company,  initiated  by  Greater  Roxbury 
Development  Corporation, 

-a  $150,000  debt  and  equity  investment  in  Neighborhood  Energy  Company, 
a  residential  energy  audit/retrofit  company  providing  energy  conservation 
services  and  home  insulation  contracting  work,  in  conjunction  with  the 
Neighborhood  Development  Corporation  of  Jamaica  Plain, 

-a  $310,000  letter  of  credit  to  Taurus  at  Fountain  Hill  Associates  to 
enable  Cruz  Construction  Company,  a  minority  general  contractor, 
to  construct  a  73-unit  family  housing  development  in  Greater  Roxbury 
Development  Corporation's  neighborhood, 

-a  $230,000  debt  and  equity  commitment  to  Neptune  International,  Inc. , 
a  waterbed  manufacturer,  in  conjunction  with  Dorchester  Bay  Economic 
Development  Corporation, 

-a  $200,000  debt  and  equity  commitment  to  New  England  Soy  Dairy,  Inc. , 
a  soybean  foods  and  tofu  manufacturer,  in  conjunction  with  Franklin 
County  Community  Development  Corporation, 
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-a  $213,000  debt  and  equity  commitment  to  Cybermation,  Inc.,  a 

manufacturer  of  numerical  controls,  in  conjunction  witb  Riverside 

Cambridgeport  Community  Corporation, 
-a  $175,000  debt  and  equity  commitment  to  Spectrum  Color  Labs,  Inc., 

a  custom  pboto  processor,  in  conjunction  with  South  Boston  Community 

Development  Corporation, 
-a  $100,000  debt  and  equity  commitment  to  Lambs  Metal  Fabrications 

of  Cleghorn,  Inc.,  a  manufacturer  of  wrought  iron  products,  in 

conjunction  with  Cleghorn  Community  Development  Corporation, 
-a  $135,000  loan  to  Brightwood  Corporation,  a  Springfield  Community 

Group,  which  was  used  to  invest  in  a  limited  real  estate  partnership, 

and 
-a  $200,000  debt  commitment  to  South  End  Press,  Inc. ,  a  non-profit 

publishing  company,  in  conjunction  with  United  South  End/Lower 

Roxbury  Development  Corporation. 
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Massachusetts  Community  Development  Finance  Corporation 


CHAIRMAN'S  LETTER 


His  Excellency  Edward  J.  King 
Governor  of  the  Commonwealth 
Commonwealth  of  Massachusetts 

Wallace  C.  Mills 

Clerk,  House  of  Representatives 

Commonwealth  of  Massachusetts 

Edward  B.  O'Neill 

Clerk,  Senate 

Commonwealth  of  Massachusetts 


Dear  Sirs: 

It  is  my  pleasure  as  Chairman  of  the  Massachusetts  Community  Develop- 
ment Finance  Corporation  (CDFC)  to  submit  our  third  annual  report  for  the 
fiscal  year  ended  June  30,  1980.   This  document  has  been  prepared  in  accord- 
ance with  the  requirement  of  our  enabling  legislation,  Chapter  40F  of  the 
Massachusetts  General  Laws, 

CDFC  has  a  unique  role  in  the  overall  economic  development  plan  of  the 
Commonwealth  of  Massachusetts.   This  organization  is  intended  not  only  to 
preserve  and  create  employment  in  the  Commonwealth,  but  to  do  so  in  a  manner 
which  involves  broad-based  community  groups  in  the  economic  life  of  their 
communities.   In  this  effort,  CDFC  is  enpowered  to  invest  in  equity  as  well 
as  debt  securities. 

During  the  last  twelve  months  seven  new  investments  were  made  bringing 
our  total  portfolio  to  fourteen.   The  $2.6  million  invested  or  committed  to 
date  has  generated  approximately  $3.7  million  in  private  capital  and  over 
A00  new  jobs  will  result  from  these  investments.   The  fourteen  investments 
cover  the  Commonwealth  from  Boston  to  Springfield  and  from  Fall  River  to 
Clinton. 

CDFC's  staff  has  recently  undergone  changes  starting  with  the  resigna- 
tions of  the  senior  investment  officer,  William  Bagby,  and  the  president, 
Matthew  Hobbs,  last  Spring.   Both  individuals  had  played  a  strong  and  impor- 
tant role  in  the  growth  and  quality  of  CDFC's  portfolio.   It  was  with  regret 
that  the  Board  of  Directors  accepted  these  resignations.   However,  the  search 
for  a  new  president  gave  the  Board  the  opportunity  to  reassess  the  past 
performances  of  CDFC  and  our  operational  policies. 
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Over  the  past  six  months  there  has  been  a  great  deal  of  discussion  at 
CDFC  about  certain  key  issues  which  define  CDFC's  operating  philosophy  and 
policies.   The  most  important  of  these  issues  are  the  following: 

1)  the  appropriate  level  and  pace  of  CDFC's  investment  activities; 

2)  the  type  and  scale  of  projects  invested  in  by  CDFC; 

3)  the  role  of  community  development  corporations  (CDC's)  in  CDFC's 
specific  investments  as  well  as  its  overall  investment  strategy;  and 

A)   the  responsibility  of  CDFC  to  its  portfolio  companies. 

Although  our  role  and  responsibilities  remain  subject  to  our  Board's 
review,  CDFC  has  committed  itself  to  an  active  investment  pace,  both 
responding  to  CDC  proposals  from  across  the  State  and  also  taking  the 
initiative  on  certain  development  projects.   In  addition,  the  Board  of 
Directors  confirmed  CDFC's  ongoing  responsibilities  to  its  CDC  investment 
partners  and  portfolio  companies.   CDFC  will  be  developing  the  capacity 
to  manage  those  responsibilities. 

In  August  the  Board  elected  a  new  president,  Thomas  W.  Wharton,  to 
provide  the  leadership  necessary  to  move  in  these  directions.   We  are 
confident  that  he  and  the  staff  will  be  able  to  do  the  job  and  we  look 
forward  to  a  very  successful  year  of  investing  in  community  economic 
development  projects  throughout  Massachusetts. 


Respectfully  submitted, 


S.  Donald  Gonson 
Chairman 


-  4  - 


BOARD  OF  DIRECTORS 


CDFC  is  run  by  a  nine-member  board  of  directors  whose  varied  backgrounds 
reflect  the  broad  goals  of  our  program.   Six  Directors  are  appointed  by 
the  Governor  for  staggered  five-year  terms:  two  individuals  experienced 
in  investment  finance,  three  members  of  CDCs  who  reside  in  target  areas, 
and  one  representative  of  organized  labor.   The  other  three  Directors 
are  members  of  the  Executive  branch  of  the  Commonwealth.   A  majority 
vote  of  the  Directors  is  required  before  making  any  investment. 

Individuals  experienced  in  investment  finance 

o  S.  Donald  Gonson,  Chairman 

Senior  Partner,  Hale  and  Dorr,  Attorneys  at  Law 
(term  expires  May  15,  1981) 

o  Open  Seat 

Residents  of  target  areas  and  members  of  CDCs 

o  Richard  P.  Courchesne,  Vice  Chairman 

President,  Riverside  Development  Corporation,  Holyoke 
(term  expires  May  15,  1982) 

o  Charles  "Chuck"  Turner 

President  and  Executive  Director,  Fanny  Lou  Hamer  Memorial  Housing 

Foundation 

(term  expired  on  May  15,  1979;  appointment  pending) 

o  Jorge  N.  Hernandez 

Executive  Director,  Inquilinos  Boricuas  en  Accion  (IBA) 
(term  expired  on  May  15,  1980;  appointment  pending) 

Representative  of  organized  labor 
o  Open  Seat 

Members  of  the  Executive  branch  of  the  Commonwealth  (ex  officio) 

o  Secretary  of  the  Executive  Office  of  Communities  and  Development 
Byron  J.  Matthews 
represented  by  David  H.  Entin,  designee,  and  Treasurer 

o  Secretary  of  the  Executive  Office  of  Economic  Affairs 
George  S.  Kariotis 
represented  by  Richard  H.  Demers,  designee 

o  Secretary  of  the  Executive  Office  of  Administration  and  Finance 
Edward  T.  Hanley 
represented  by  Paul  F.  Mahoney,  designee 
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STAFF  AND  ADVISORS 


Staff 


President 


Thomas  W.  Wharton 

(as  of  August  18,  1980,  replacing  Matthew  H.  Hobbj 
who  resigned  May  30,  1980) 


Community  Venture  Officer:  Patrick  J.  McGuigan 


Investment  Officer: 


Brenda  Katz 

Susan  Schlossberg  (10/20/80) 


Executive  Secretary: 


Osla  de  Figueiredo 


Advisors 


Outside  Legal  Counsel: 


Choate,  Hall  &  Stewart 


Auditors 


Coopers  &  Lybrand 


Bank  Investment  Advisors:   Shawmut  Bank  of  Boston,  N.A, 
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PROGRAM  DESCRIPTION 


An  Eligible  Business 

CDFC  is  frequently  asked  what  kinds  of  businesses  it  is  looking  for  as 
possible  investments.   Generally,  CDFC  is  attracted  to  businesses  which 
will  have  direct,  positive  impacts  on  the  community  where  the  sponsoring 
CDC  is  located.   This  impact  can  take  the  form  of  expanding  employment 
opportunities  for  local  residents  or  providing  a  critical  product/service 
which  will  enhance  the  lives  of  the  community's  residents  in  a  meaningful 
way. 


Threshold  Review 

In  cases  where  employment  is  the  primary  benefit,  CDFC  looks  for  businesses 
which  will  increase  or  maintain  good-paying  jobs  and  offer  employees  the 
opportunity  for  advancement  and  upgrading.   CDFC  looks  for  companies  with  the 
ability  to  pay  a  significant  number  of  their  workers  a  wage  of  at  least 
150%  of  the  minimum  prevailing  wage  and  provide  adequate  fringe  benefits 
including  health  insurance.   CDFC  also  looks  for  the  ability  to  direct  job 
placements  to  CDC  area  residents.   The  types  of  jobs  created,  when  coupled 
with  available  job-training  programs,  should  be  at  skill  levels  suitable  to 
the  local  workforce.   The  Colonial  Cooperative  Press,  Harvard  Design,  and 
Microdata  Servicenter  investments  are  examples  of  these  types  of  businesses. 

In  cases  where  the  primary  impact  of  the  business  is  the  product/service 
being  delivered,  CDFC  looks  for  businesses  which  will  provide  a  means  for 
increasing  the  community's  self-sufficiency  or  in  some  way  unite  the  com- 
munity around  common  goals.   The  Our  Market,  Portuguese-American  Publica- 
tions and  Neighborhood  Energy  Company  investments  are  examples  of  these  types 
of  businesses. 


Legal  Findings 

Once  a  business  proposal  passes  this  threshold  review,  CDFC  must  make  two 
fundamental  findings.   First,  CDFC  must  find  that  the  business  has  a  reason- 
able expectation  of  being  successful.   Second,  CDFC  must  determine  that  the 
business,  without  CDFC's  involvement,  could  not  be  successful  because  funding 
from  traditional  sources  is  either  unavailable  or  the  terms  are  so  unattrac- 
tive that  the  success  of  the  business  would  be  jeopardized.   CDFC  was  not 
created  to  replace  conventional  capital  but  rather  to  use  the  funds  in  ways 
that  will  enable  the  business  to  secure  other  capital,  both  at  the  time  of 
initial  funding  and  in  the  future. 

CDFC  imposes  various  requirements  on  the  business  principals  to  ensure  the 
viability  of  the  investment.   Among  other  things,  CDFC  may  require  that  the 
business  be  their  main  source  of  income,  that  they  have  experience  directly 
relevant  to  the  type  of  business  proposed,  that  they  have  acceptable  credit 
at  the  time  of  application,  and  that  they  be  the  majority  owners  of  the 
business  and  reveal  all  minority  ownership  positions.   CDFC  may  also  impose 
financial  and  legal  requirements  such  as  personal  guarantees,  employment 
contracts,  key-man  life  insurance,  stock  pledges  and  audited  financial 
statements. 
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An  Eligible  CDC 

CDFC's  unique  character  results  from  the  involvement  of  community  develop- 
ment corporations  (CDCs)  in  the  program.   CDCs  play  an  important  role  in 
the  investments.   They  define  the  economic  development  goals  and  priorities 
of  the  local  community  and  assure  that  each  investment  responds  to  those 
goals.   Therefore,  the  representative  structure  and  commitment  of  the  CDC 
are  important  considerations  in  each  investment  decision. 

Currently  there  are  nearly  forty  CDCs  or  CDC  organizing  efforts  throughout 
Massachusetts.   These  groups  have  varied  histories,  constituencies  and  strate- 
gies for  improving  their  neighborhoods.   Some  have  come  together  in  response 
to  specific  crises  affecting  their  communities  while  others  have  evolved 
from  carefully  prepared  planning  and  development  processes.   Many  are  focused 
primarily  on  housing,  social  services  or  small  commercial  projects  while 
others  place  a  major  emphasis  on  job  development  through  the  creation  or 
expansion  of  local  manufacturing  businesses. 

The  legislation  outlines  certain  legal  criteria  for  determining  the  eligibility 
of  these  CDCs  to  participate  in  the  program.   In  addition  to  these  require- 
ments, our  experience  suggests  some  elements  common  to  CDCs  which  have  been 
successful  in  pursuing  community  economic  development  ventures: 

-  a  focus  on  a  well-defined  neighborhood  or  community, 

-  a  strong  base  of  support  in  the  community  with  an  active  involvement 
by  their  membership, 

-  an  elected  board  of  directors  which  represents  a  broad  range  of 
community  interests  and  which  collectively  exhibits  the  expertise 
necessary  to  play  a  meaningful  role  in  economic  development, 

-  a  well-defined  and  appropriate  strategy  for  neighborhood  improve- 
ment which  reflects  a  commitment  to  community-based  economic  development, 

-  the  early  development  of  concrete  and  visible  projects  to  establish 
credibility  in  the  community  and  experience  in  project  management. 

The  CDC  -  Business  Relationship 

CDFC's  program  is  based  upon  the  creation  of  a  three-way  partnership  between 
CDFC,  a  business  and  a  CDC.   CDFC's  relationship  with  the  business  is  the 
same  as  that  of  a  conventional  lender  and  equity  holder.   CDFC  requires  that 
the  business  provide  current  operating  information  and  comply  with  certain 
financial  controls  to  assure  a  viable  operation.   CDFC  also  plays  a  role  in 
monitoring  the  public  benefits  in  each  business.   CDFC's  relationship  with 
the  CDC  emphasizes  their  responsibilities  in  the  investment.   The  CDC  must 
report  to  CDFC  regularly  on  their  overall  activities  and  the  specific  assist- 
ance they  have  provided  to  the  business.   The  most  unique  relationship  in 
this  three-way  partnership  is,  of  course,  that  between  the  CDC  and  the  business. 


CDC  Involvement 

The  legislation  places  two  specific  requirements  on  the  CDC-business  relation- 
ship.  First,  the  CDC  must  receive  regular  financial  reports  from  the  busi- 
ness.  Second,  the  CDC  must  "maintain  sufficient  control  over  the  project  to 
ensure  that  public  benefits  and  public  purposes  are  maintained."   This  involve- 
ment by  the  CDC  can  take  three  forms : 
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1)  When  the  business  is  privately-owned,  the  CDC's  involvement  -is  defined 
in  investment  agreements  which  stipulate  that  certain  major  transac- 
tions of  the  business  that  would  affect  the  fundamental  public  purposes 
of  the  investment  (i.e.,  the  decision  to  move  or  sell  the  company,  the 
issuance  of  substantial  amounts  of  stock,  corporate  reorganization)  may 
be  undertaken  only  with  the  approval  of  the  CDC. 

2)  When  the  business  is  being  undertaken  in  a  CDC  area  by  a  nonprofit  cor- 
poration, limited-dividend  corporation  or  SBA-approved  local  development 
company,  CDFC  must  find  that  sufficient  provisions  exist  to  assure  that 
the  public  benefits  and  purposes  of  the  investment  will  be  maintained. 

3)  When  the  CDC  itself  is  the  owner  of  the  business,  the  CDC's  ongoing  control 
is  sufficient  to  assure  that  the  public  benefits  and  purposes  will  be 
maintained. 

CDFC  has  made  investment  commitments  to  businesses  in  each  of  these  three 
categories.   In  each  situation  the  CDC's  role  has  varied  depending  upon  the 
nature  and  purposes  of  the  business  and  the  priorities  and  capacity  of  the 
CDC.   In  each  case,  however,  the  CDC  involvement  is  intended  to  assure  the 
achievement  of  our  public  goals.   Forms  of  CDC  involvement  may  include  one 
or  more  of  the  following: 

1.  ownership  of  stock  in  the  company; 

2.  representation  on  the  company's  board  of  directors; 

3.  participation  on  the  company's  hiring  or  personnel  committee; 

4.  assistance  to  the  company  in: 

a.  identifying  qualified  workers  from  the  community  to  fill  job  vacancies 

b.  obtaining  on-the-job  training  or  other  training  contracts 

c.  locating  office  space  in  the  target  area,  possibly  in  CDC  owned  property 

d.  procuring  contracts  from  public  or  private  sources 

e.  interceding  with  local,  state  or  federal  officials  concerning 
necessary  permits,  approvals,  tax  agreements,  etc. 

f.  negotiating  with  public  and  private  financing  sources. 
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COMMUNITY  DEVELOPMENT  CORPORATIONS 
Eligible  for  CDFC  Financing 


o  Allston-Brighton  Community  Development  Corporation 

o  Arlington  Community  Development  Corporation 

o  Brightwood  Corporation  * 

o  Brockton  Community  Development  Corporation 

o  Cambridge  Community  Economic  Development  Corporation* 

o  Cleghorn  Community  Development  Corporation  * 

o  Clinton  Community  Development  Corporation  * 

o  Codman  Square  Community  Development  Corporation  * 

o  Community  Development  Corporation  of  Boston 

o  Dorchester  Bay  Economic  Development  Corporation  * 

o  East  Boston  Community  Development  Corporation 

o  Fenway  Community  Development  Corporation 

o  Fields  Corner  Community  Development  Corporation 

o  Franklin  County  Community  Development  Corporation  * 

o  Greater  Roxbury  Development  Corporation  * 

o  Hyde  Park  Development  Company 

o  Inquilinos  Boricuas  en  Accion 

o  Jamaica  Plain  Neighborhood  Development  Corporation  * 

o  North  Adams  Community  Development  Corporation 

o  Resources  for  Economic  Action,  Inc.  (Re-Act)  * 

o  Riverside/Cambridgeport  Community  Corporation  * 

o  Riverside  Development  Corporation 

o  Roxbury  Action  Program 

o  Salem  Harbor  Community  Development  Corporation 

o  Somerville  United  Neighborhoods  Community  Development  Corporation 

o  South  Boston  Community  Development  Corporation  * 

o  South  Central  Community  Development  Corporation 

o  United  South  End/Lower  Roxbury  Development  Corporation  * 


*  Presently  has  investments  outstanding  with  CDFC 
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OUR  MARKET,  INC. 


Our  Market,  Inc.  opened  for  business  in  May,  1979  under  the 
ownership  of  the  Codman  Square  Community  Development  Corporation. 
After  First  National  Stores  announced  the  closing  of  Codman  Square's 
only  supermarket,  the  CDC  responded  by  putting  together  its  own  plan 
for  a  community-owned  supermarket.   Our  Market  received  working  capital 
financing  from  CDFC  and  from  First  National  Bank  of  Boston  with  a  guarantee 
by  the  Small  Business  Administration  and  obtained  a  mortgage  on  the  prop- 
erty from  First  American  Bank  for  Savings.   In  addition,  the  effort  was 
strongly  supported  by  neighborhood  groups,  local  elected  officials  and 
the  city  of  Boston. 

The  last  year  and  a  half  has  been  a  difficult  period  for  Our  Market 
as  the  store  has  gone  through  changes  in  management  and  its  board  of 
directors  and  has  experienced  lower  than  anticipated  sales  with  higher 
than  anticipated  costs.   In  March  1980  a  number  of  important  changes  were 
made.  A  new  manager  and  board  of  directors  was  put  in  place  and  the  last 
six  months  have  seen  major  changes  in  operating  policies,  merchandising, 
pricing  and  store  layout.   The  situation  has  improved  with  increased 
sales,  increased  customer  count,  and  a  more  attractive  shopping  environ- 
ment.  CDFC  recently  committed  an  additional  $150,000  and  the  CDC  is 
working  with  the  city  of  Boston  on  the  needed  renovation  and  expansion  of 
the  parking  lot  across  the  street  from  the  store.   CDFC  remains  committed 
to  this  critical  community  development  project  and  is  encouraged  by  the 
progress  made  in  recent  months. 
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COLONIAL  COOPERATIVE  PRESS 

The  Colonial  Cooperative  Press  is  a  worker-owned  book  composition 
and  typesetting  company  located  in  Clinton,  Massachusetts.   Efforts  to 
establish  the  Cooperative  began  after  the  former  Clinton  Colonial  Press, 
employing  more  that  800  workers,  closed  its  doors  in  March  1977.   Negoti- 
ations by  the  employees  to  purchase  the  company  failed  and  the  business 
was  closed  down  and  the  equipment  sold  off.   However,  a  small  group  of 
employees  persisted  and  with  the  assistance  of  the  Industrial  Cooperative 
Association  obtained  some  initial  financing  and  opened  the  Colonial  Coopera- 
tive Press  in  late  1978. 

CDFC,  in  participation  with  the  Clinton  Community  Development  Corpora- 
tion, lent  the  Cooperative  $260,000  in  May  1979.   In  its  first  two  years, 
the  Press  has  confronted  a  number  of  problems,  including  changes  in  manage- 
ment, equipment  difficulties  and  a  slower  than  anticipated  growth  in  sales. 
However,  in  the  past  few  months,  the  situation  has  started  to  improve.   CDFC 
has  committed  an  additional  $130,000  to  cover  working  capital  needs  and  to 
enable  the  Press  to  hire  a  full-time  salesperson,  who  has  already  increased 
sales  substantially.   CDFC's  financing  also  leveraged  a  $250,000  loan  from 
the  new  National  Consumer  Cooperative  Bank  in  Washington.   The  loan,  which 
will  finance  the  purchase  of  new  equipment,  was  the  first  loan  made  by  the 
Bank  in  Massachusetts. 

As  of  August  1980,  the  Press  was  employing  26  people,  most  of  whom  were 
residents  of  the  towns  of  Clinton  and  Lancaster.   Sales  since  January  1979. 
have  totaled  over  $225,000,  with  $140,000  of  that  amount  coming  in  the 
first  seven  months  of  1980.   The  company  now  has  a  solid  management  team 
and  a  core  of  skilled  production  workers  in  place  and  is  confident  of  its 
ability  to  increase  sales  and  production  levels  and  become  successful  within 
the  next  twelve  months. 
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HARVARD  DESIGN 


Harvard  Design  is  a  Cambridge-based  manufacturer  of  Early  American 
upholstered  furniture.   The  company  started  in  1979  at  the  initiative  of 
the  Cambridge  Community  Economic  Development  Corporation  (CCEDC)  by 
acquiring  the  assets  of  an  existing  furniture  company  which  was  going 
out  of  business.   CDFC  has  committed   $275,000  to  date  which, along  with 
a  term  loan  from  New  England  Merchants  National  Bank, has  provided  the 
bulk  of  the  financing  for  the  company. 

CCEDC  took  the  lead  in  starting  up  Harvard  Design  because  of  their 
commitment  to  maintain  and  increase  threatened  blue  collar  employment  in 
their  area.   The  CDC  was  able  to  obtain  $15,000  in  Community  Development 
Block  Grant  funds  from  the  city  of  Cambridge  as  well  as  a  commitment  of 
CETA  On-The-Job  Training  slots  for  potential  workers.   Harvard  Design 
currently  employs  about  15  people  and  will  be  hiring  at  least  70%  of  its 
future  employees  from  the  CDC's  neighborhood  and  at  least  90%  from  the 
city  of  Cambridge. 
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PORTUGUESE- AMERICAN  PUBLICATIONS,  INC. 


Portuguese-American  Publications,  Inc.  publishes  the  Journal  de 
Fall  River,  a  bilingual  weekly  newspaper  with  a  circulation  of  over 
15,000,  which  primarily  serves  the  Portuguese-American  community  of 
Southeastern  Massachusetts  and  Rhode  Island.   The  company  has  also 
done  some  commercial  composition  and  printing  and  requested  CDFC 
financing  to  expand  its  commercial  printing  operation  to  better  serve 
the  needs  of  the  Portuguese  community. 

Thus  far,  CDFC  has  committed  $90,000  which  leveraged  building 
and  equipment  financing  from  Slade's  Ferry  Trust  Company  in  Fall 
River  and  a  $15,000  loan  from  Jobs  for  Fall  River,  an  economic  devel- 
opment corporation  supported  by  the  Chamber  of  Commerce.   The  Fall 
River  CDC,  Resources  for  Economic  Action,  is  participating  with  CDFC 
in  the  investment  to  indicate  their  strong  support  for  the  important 
community  services  provided  by  Portuguese-American  Publications. 
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MICRODATA  SERVI CENTER,  INC. 

Microdata  Servicenter,  Inc.  was  started  by  the  Greater  Roxbury 
Development  Corporation  (GRDC)  in  mid-1979  with  a  $160,000  investment 
by  the  U.S.  Community  Services  Administration  followed  by  a  CDFC  invest- 
ment of  $90,000  in  December,  1979.   Microdata  provides  the  services  of 
computer  output  microfilm  and  microfiche  to  a  wide  variety  of  businesses, 
institutional  and  governmental  users.   The  company  also  provides  micro- 
fiche and  microfilm  duplication  and  sells  microfiche  readers  and  printing 
equipment . 

GRDC  plans  to  establish  a  profitable  company  which  can  capture 
some  of  the  rapidly  growing  microfiche  market,  using  the  company's 
eligibility  for  set  asides  under  various  minority  purchasing  requirements 
as  one  of  its  marketing  tools.   Microdata  is  currently  occupying  the 
former  Unity  Bank  building  on  Warren  street  in  Roxbury  and  employs 
twelve  people,  most  of  whom  are  from  the  Roxbury  community.   The  com- 
pany hopes  to  hire  another  ten  people  in  the  next  year,  most  of  whom 
also  would  be  from  Roxbury. 


-  15  - 


NEIGHBORHOOD  ENERGY  COMPANY 


The  Neighborhood  Energy  Company  is  a  community-owned  energy  audit 
and  retrofit  company  started  by  the  Neighborhood  Development  Corporation 
of  Jamaica  Plain.   The  company  is  the  first  for-profit  venture  established 
by  the  CDC  and  was  started  after  a  careful  year-long  analysis  of  the  market- 
ing, financing  and  management  issues  involved.   The  CDC  received  assistance 
in  this  analysis  from  both  the  Massachusetts  Executive  Office  of  Communities 
and  Development  and  the  Community  Economic  Development  Assistance  Corporation. 

CDFC  invested  $150,000  in  the  company  which  first  began  operations  in 
March,  1980.   At  this  time  one  crew  is  on  the  job  with  plans  to  add  a  second 
crew  within  the  next  few  months.   The  Neighborhood  Energy  Company  has  been 
working  closely  with  the  other  community  programs  such  as  Tradewinds,  a  youth 
training  program,  and  Urban  Edge,  a  nonprofit  housing  corporation  active  in 
Jamaica  Plain.   In  addition,  the  city  of  Boston's  new  Energy  Office  and  the 
state's  Executive  Office  of  Energy  Resources  have  offered  their  support  for 
the  new  company,  which  is  seen  as  a  possible  model  for  accomplishing  a  number 
of  important  goals  including  energy  conservation,  neighborhood  improvement, 
increased  local  employment  and  an  economic  development  project  which  reinvests 
its  profits  back  in  the  community. 
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TAURUS  AT  FOUNTAIN  HILL  ASSOCIATES 


Taurus  at  Fountain  Hill  Associates  is  a  limited  partnership  formed 
by  John  B.  Cruz,  III  and  his  father,  who  own  Cruz  Construction  Company, 
one  of  the  largest  and  most  successful  minority  general  contractors  in 
the  state.   The  partnership  is  building  a  73-unit  Section  8  family  housing 
development  in  Roxbury  with  a  $3.1  million  mortgage  commitment  from  the 
Massachusetts  Housing  Finance  Agency  (MHFA) .   The  development  will  be 
located  on  a  hill  in  back  of  Dudley  Station  with  a  spectacular  view  of 
downtown  Boston  and  the  harbor. 

CDFC  provided  the  partnership  with  a  $310,000  letter  of  credit  to 
cover  any  potential  cost  overruns  during  construction.   The  investment  was 
undertaken  in  conjunction  with  the  Greater  Roxbury  Development  Corporation 
and  was  done  to  assure  the  construction  of  needed  affordable  family  housing 
in  the  Roxbury  community.   In  addition,  Cruz  Construction  Company  is  employing 
directly  or  through  subcontractors  a  large  number  of  local  residents.   Of 
the  nearly  300  workers  employed  during  the  construction  period,  almost  50% 
will  be  minority  workers  and  25%  will  be  from  the  local  Roxbury  community. 
Construction  started  in  January  1980  and  is  proceeding  on  schedule  with 
completion  and  occupancy  slated  for  April-May  1981. 
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NEPTUNE  INTERNATIONAL  CORPORATION 


Neptune  International  Corporation  is  a  manufacturer  of  a  hardwood 
furniture  specializing  in  complete  bedroom  sets  for  use  with  waterbeds. 
The  company  is  located  on  the  Columbia  Point  peninsula  in  Dorchester  just 
adjacent  to  the  public  housing  project.   Neptune  currently  employs  over 
50  people,  most  of  whom  are  Boston  residents,  and  plans  to  hire  another 
25  workers  in  the  next  year. 

o 

CDFC  invested  $230,000  in  February,  1980  which  allowed  Neptune  to 
consolidate  three  direct  SBA  notes  into  a  single  long  term  loan  and  also 
to  leverage  an  additional  $250,000  term  loan  from  the  First  National  Bank 
of  Boston  with  a  SBA  guarantee.   CDFC's  investment  was  undertaken  in  con- 
junction with  the  Dorchester  Bay  Economic  Development  Corporation,  which 
is  represented  on  Neptune's  Board  of  Directors  and  which  provides  assist- 
ance to  the  company  in  meeting  its  hiring  goals.   Neptune  has  committed 
itself  to  hiring  at  least  50%  of  its  future  employees  from  the  CDC's 
neighborhood  with  a  goal  of  65%  neighborhood  hiring.   The  starting  wage 
at  Neptune  is  over  $4.00  per  hour  with  scheduled  increases  to  over  $5 
per  hour  by  the  end  of  1981.   The  company  has  used  CETA  On-The-Job  Train- 
ing programs  as  well  as  job  referral  programs  administered  by  the  Welfare 
Department  and  Corrections  Department  successfully  in  the  past  and  intends 
to  use  such  programs  in  the  future  as  part  of  its  effort  to  offer  good  pay- 
ing employment  opportunities  to  unskilled  and  unemployed  Boston  residents. 
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NEW  ENGLAND  SOY  DAIRY 


New  England  Soy  Dairy  is  a  tofu  (a  soybean  derivative)  manufacturer 
located  in  Greenfield,  Massachusetts.   The  market  for  tofu  both  as  a  health 
food  and  as  a  low  calorie,  high  protein,  less  expensive  meat  substitute  has 
expanded  greatly  in  the  last  few  years.   Sales  for  Soy  Dairy  have  gone  from 
under  $100,000  three  years  ago  to  close  to  $1  million  this  year  with  employ- 
ment increasing  to  50  full-  and  part-time  employees. 

CDFC  committed  $200,000  (as  both  debt  and  equity)  to  the  company  in 
May  1980  and  this  commitment  was  essential  in  attracting  an  additional 
$150,000  in  equipment  financing  from  the  Massachusetts  Business  Develop- 
ment Corporation,  the  Country  Bank  in  Shelburne  Falls  and  the  Pioneer  Bank 
in  Greenfield,  CDFC's  investment  was  undertaken  in  conjuntion  with  the 
Franklin  County  Community  Development  Corporation,  a  newly  formed  CDC 
working  throughout  the  entire  county.   The  CDC  shares  ownership  of  the 
company's  stock,  is  represented  on  the  Board  of  Directors  and  provides  on- 
going assistance  to  the  company  especially  in  the  area  of  employment  programs. 
The  Soy  Dairy  has  committed  itself  to  hiring  80%  of  its  workforce  from  Franklin 
County,  to  upgrading  the  skills  and  pay  levels  of  the  employees  and  to  im- 
plementing a  profit  sharing  plan  within  the  next  year. 
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CYBERMATION,  INC. 


Cybermation,  Inc.  is  a  Burlington-based  manufacturer  of  minicomputer 
flamecutting  controllers  and  programing  centers.   Their  products  are  typi- 
cally used  in  heavy  industry  and  construction  primarily  for  cutting  sheets 
of  industrial  steel.   The  company  will  be  moving  into  Cambridge  in  September, 
1980. 

CDFC  invested  $200,000  in  Cybermation  in  April,  1980  in  participation 
with  the  Riverside  Cambridgeport  Community  Corporation  (RCCC) .   CDFC's 
investment  enabled  the  company  to  obtain  a  $200,000  revolving  purchase 
order  contract  loan  from  the  First  National  Bank  of  Boston  with  a  90% 
guaranty  from  the  Small  Business  Administration. 

Cybermation  currently  employs  ten  people  but  will  be  more  than  doubling 
its  workforce  in  the  next  twelve  months.   RCCC,  Cybermation,  and  CDFC  have 
agreed  to  a  strong  local  hiring  contract  under  which  the  company  for  the 
next  two  years  shall  use  its  best  efforts  to  hire  at  least  50%  of  its  prod- 
uctive workers  from  the  CDC's  neighborhood  and  thereafter  shall  hire  at  least 
70%  from  the  neighborhood.   The  jobs  are  good  ones,  offering  decent  wages, 
advancement  opportunities  and  valuable  skills.    The  company  also  agreed  to 
hiring  goals  for  residents  of  the  city  of  Cambridge.   Cybermation 's  reloca- 
tion to  Cambridge  was  strongly  supported  by  neighborhood  residents  and  local 
officials,  especially  since  the  area  lost  a  large  number  of  jobs  last  year 
with  Advent  Corporation's  move  to  New  Hampshire. 
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SPECTRUM  COLOR  LABS,  INC . 


Spectrum  Color  Labs,  Inc.  is  a  custom  photographic  development  company 
located  in  South  Boston  which  provides  services  to  professional  photographers 
and  advertising  agencies  throughout  the  Boston  area.   CDFC  committed  $175,000 
to  the  company  in  February  1980  in  conjunction  with  the  South  Boston  Community 
Development  Corporation.   Our  financing  was  able  to  leverage  an  additional 
$50,000  in  private  financing  for  the  company. 

Spectrum  opened  for  business  in  April  1980  with  three  employees  and  has 
since  hired  an  additional  worker  from  the  South  Boston  community.   The  com- 
pany expects  to  hire  another  ten  workers  over  the  next  twelve  to  eighteen 
months  and  has  committed  itself  to  hiring  at  least  85%  of  these  workers  from 
South  Boston.   The  CDC  will  work  with  the  company  on  job  training  and  referral 
programs  to  assure  that  qualified  and  interested  residents  have  access  to  the 
new  jobs.   In  addition,  Spectrum  will  be  working  with  the  local  Tynan  Community 
School  to  offer  photography  classes  to  South  Boston  residents  as  well  as  make 
available  gallery  space  to  local  photographers. 
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LAMBS  METAL  FABRICATIONS  OF  CLEGHORN,  INC. 


Lambs  Metal  Fabrications  of  Cleghorn,  Inc.,  a  metal  fabricating  and 
repair  business  located  in  Fitcbburg  was  acquired  by  tbe  Cleghorn  Community 
Development  Corporation  in  May,  1980.   CDFC  invested  $100,000  in  Lambs 
which  attracted  a  $40,000  line  of  credit  from  a  local  lender,  the  First 
Safety  Fund.   Lambs  is  a  long  established  business  dating  back  to  1889 
and  has  had  a  reputation  for  quality  workmanship  concentrating  in  orna- 
mented iron  railings  and  custom-made  wrought  iron  as  well  as  truck  or 
automobile  spring  repair. 

In  the  last  few  years,  Lambs  had  been  managed  by  an  absentee  owner 
with  a  gradual  decrease  in  sales  and  productivity.   The  CDC  investigated 
the  situation  carefully  and  felt  that  there  was  a  strong  potential  market 
for  the  business  that  was  not  being  tapped.   The  Cleghorn  CDC  views  the 
Lambs'  investment  as  an  opportunity  to  turn  around  a  local  small  business, 
thereby  helping  to  revitalize  the  area  and  also  establish  a  positive  track 
record  for  the  CDC. 
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THE  NORTH  END  PROJECT 


The  North  End  Project  is  a  major  neighborhood  rehabilitation  effort 
undertaken  in  the  Memorial  Square  section  of  Springfield  by  the  Brightwood 
Development  Corporation.   The  project  includes  the  construction  of  almost 
210  new  housing  units  for  low  and  moderate  income  families,  the  expansion 
of  several  local  businesses,  the  revitalization  of  the  neighborhood's  com- 
mercial strip  and  the  employment  of  local  residents. 

Brightwood  Development  Corporation  formed  a  limited  partnership  with 
MB  Group,  a  major  private  developer,  to  develop  the  new  housing.   CDFC  has 
lent  Brightwood  $135,000  for  its  share  of  the  planning  and  development  costs 
for  the  project.   The  new  housing  construction  is  an  essential  prerequisite 
to  the  expansion  of  several  local  companies  leading  to  the  maintenance  and 
creation  of  over  140  permanent  jobs  along  with  the  hundreds  of  jobs  involved 
in  the  construction.   At  least  35%  of  the  construction  jobs  and  50%  of  the 
permanent  jobs  will  go  to  local  residents. 

The  total  private  investment  generated  by  the  project  will  total  almost 
$5.5  million  with  an  Urban  Development  Action  Grant  from  the  Department  of 
Housing  and  Urban  Development  of  $2.1  million.   The  project  has  been  strongly 
supported  by  the  Mayor  of  Springfield  and  other  Springfield  elected  officials 
and  has  received  funding  support  from  a  variety  of  sources  including  Section 
8  subsidies,  valued  at  $5.9  million,  Neighborhood  Self  Help  funds  from  H.U.D. 
and  private  mortgage  financing  from  the  Springfield  Institution  for  Savings. 
CDFC's  funds  were  committed  in  June,  1980  and  construction  is  scheduled  to 
start  in  January  1981. 
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SOUTH  END  PRESS 


South  End  Press,  a  nonprofit  educational  publishing  house,  received 
a  loan  commitment  of  $180,000  from  CDFC  in  May,  1980.   The  commitment  sub- 
sequently increased  to  $200,000.   CDFC's  loan  was  part  of  a  total  financing 
of  almost  $500,000  of  which  $300,000  will  be  used  to  finance  the  purchase 
and  rehabilitation  of  a  commercial  building  in  the  South  End. 

The  United  South  End/Lower  Roxbury  Development  Corporation  participated 
with  CDFC  in  the  investment.   South  End  Press  will  be  hiring  at  least  75% 
of  its  future  employees  from  the  CDC's  neighborhood  and  will  also  be  contri- 
buting to  the  revitalization  of  the  Massachusetts  Avenue  -  Columbus  Avenue 
commercial  area  with  their  building  purchase  and  rehab.   In  addition,  the 
South  End  Press  will  be  offering  skill  training  programs  in  typesetting, 
graphic  design  and  layout  to  local  organizations  and  individuals  as  well 
as  presenting  a  variety  of  educational  forums  by  well  know  authors. 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION 


Portfolio  St 
Report 


Company/ 
Principal 

Our  Market,  Inc. 
Frnnk  Dlnkins 


Colonial  Coopera- 
tive Press,  Inc. 
John  Saulnier 


CDC/ 
Principal 

Codman  Square 
Ada  Focer 
Tim  Clegg 

Clin ton /Lancaster 
Chuck  Gould 
David  Bourgeois 


Harvard  Design,  Inc.   Cambridge 

Francis  Hayes 


Portuguese- American 
Publications,  Inc. 
Raymond  Castro 


Microdata  Servl- 
center,  Inc. 
John  Lynn 

Neighborhood  Energy 
Company,  Inc. 
Dan  O'Nell 

Taurus  at  Foun- 
tain Hill  Assoc. 
John  Cruz 

Neptune  Interna- 
tional, Inc. 
Noel  Vincent 


Re-Act 

Bill  Hargraves 


Greater  Roxbury 
Sam  Pierce 


Jamaica  Plain 
Mike  Gondek 


Greater  Roxbury 
Rick  Grey 


Dorchester  Bay 
Don  Walsh 
Wendy  Bennett 


Location/ 
Type  of  Business 

Dorchester 
Supermarket 


Clinton 
Book  composi- 
tion &  binding 

Cambridge 

Upholstered 

furniture 

Fall  River 
Portuguese 
newspaper/ 
printer 

Roxbury 

Microfilm/ 

microfiche 

Jamaica  Plain 
Home  energy 
audit/retrofit 

Roxbury 
General 
contractor 

Dorchester 
Wa  t  e  rb  e  d 
furniture 


Date CDFC  Funds  ($000)       Funds    Approx.  Workforce 

Committed   Closed   Committed   Advanced   Leveraged    Current   One  Year 

Feb.  '79   5/1/79   $275       $175       $165        30       30 


Feb.  '79  5/11/79    390 


Mar.  '79  7/16/79    275 


Apr.  '79  12/14/79    90 


Jul.  '79  12/19/79    90 


Jul.  '79   3/5/80    150 


Jul.  '79  1/21/80    310 


Oct.  '79  2/26/80    230 


338 


75 


215 


410 


226.5      100 


90 


89.1      160 


100.5     none 


(letter  of   *N/A 
credit) 


100 


20       35 


15       15 


10 


12       20 


10 


50 


50 


50 


75 


10. 


11. 


12. 


13. 


.4. 


New  England  Soy 
Dairy,  Inc. 

Tom  TiTTmlns 

Cybermation,  Inc. 
Bill  Belanger 


Spectrum  Color 
Labs,  Inc. 
Walter  Urbanowicz 

Lambs  Metal  Fab- 
rications of  Cleg- 
horn,  Inc. 
Joe  Crecca 
Bob  Arsenault 

North  End  Project 
Austin  Miller 


South  End  Press 


Franklin  County 
Margaret  Striebel 
Richard  Shortt 

Rlverside/Cambridgeport 
Henry  Joseph 


South  Boston 
Tom  Burke 
Jim  Sullivan 


Cleghorn 

Vic  Carpenter 

John  Kidder 


Brightwood 
Austin  Miller 


UDC 

Val  Hymen 


Greenfield 
Soybean  foods/ 
tofu 

Cambridge 
Numerical 
controls 

South  Boston 
Custom  photo 
processing 

Fitchburg 

Wrought 

iron 


Springfield 

Housing/ 

commercial 


Jan.  '80   5/19/80   200 


Feb.  '80   4/15/80   213 


Feb.  '80   3/26/80   175 


Mar.  '80   5/8/80    100 


Apr.  '80   6/25/80    135 


South  End 
Publishing 

Total  Outstanding  Commitments 


May  '80     N/A      200 

'517833 

Losses  from  Previous  Investments  310 

Total  Commitments  to  Date  $2  523 


157 


175.14 


147.15 


46 


150 


200 


150 


40 


135      *N/A 


none       275 


$1,879.39   $1,840 


310 


250 


45 


10 


60 


20 


10 


50 


$2,189.39  $2,090 


5 

10 

756 

~M30 

N/A 

N/A 

256 

400 

*   Taurus  is  a  housing  development  with  a  mortgage  value  of  $3.1  million. 

North  End  is  a  housing  and  real  estate  development  with  total  private  and  public  investment  of  S15  tnlllic 
**   Construction  will  not  begin  until  January,  1981. 
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CDFC's  Bank  Deposit  Policy 
(As  Accepted  at  Board  of  Directors  Meeting  of  May  17,  1979)  - 

I.   Interim  Policy 

Deposit  CDFC's  funds  in  Massachusetts  banks: 

1.  To  develop  initial  banking  relationships  and  referrals  of  potential  deals, 

2.  To  develop  potential  contacts  for  CDC's  on  future  deals,  and 

3.  To  support  banks  which  have  demonstrated  investment  activities  which 
parallel  the  goals  of  our  program. 

II.   Long  Term  Policy 

Deposit  CDFC's  funds  in  Massachusetts  banks: 

1.  To  leverage  the  best  bank  participation  on  individual  deals  made  by  CDFC, 

2.  To  support  the  interim  policy  goals  above. 

III.   Discussion 

To  achieve  our  long  term  goal  there  will  be  a  shift  in  the  deposits  of  our 
available  funds  on  a  deal-by-deal  basis  in  ways  that  leverage  the  greatest  bank 
participation.   During  the  interim  period,  we  will  continue  to  review  banks  in 
which  we  have  deposited  funds  as  those  deposits  mature  and  add  others  based  on 
discussions  with  community  representatives,  coupled  with  our  own  analysis  of 
the  following  types  of  indicators  of  bank  investment  practices: 

1.  Commerical  lending  activity  as  reported  by  the  Commonwealth's  Linked  Deposit 
System  (this  currently  provides  excellent  data  for  only  about  20  banks 
around  the  State), 

2.  Participation  in  the  MHMFA  program, 

3.  Participation  in  the  Federal  Home  Loan  Bank's  Community  Investment  Fund, 

4.  Participation  in  the  Neighborhood  Housing  Services  program, 

5.  Investments  in  other  community-supported  business  activities  around  the  State, 

6.  Community  investment  as  reported  under  the  requirements  of  the  Community 
Reinvestment  Act, 

7.  Banks  referring  deals  to  or  participating  in  deals  with  CDFC, 

8.  Other  information  relating  to  the  community  relationships  and  lending 
activities  of  the  banks. 

We  will  continue  our  practice  of  making  clear  to  banks  in  which  we  deposit  our 
funds  the  reasons  for  their  selection  and  our  expectations  of  their  involvement 
in  our  program  and  with  projects  undertaken  by  CDC's.   It  seems  inappropriate  to 
demand  any  more  from  the  banks  at  this  interim  stage  given  the  size  of  our  in- 
vestment ($100,000  each)  and  the  competitive  rates  the  banks  are  asked  to  pay. 


June  8,  1979 
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BANK  DEPOSITORIES  APPROVED  BY  THE  BOARD  OF  DIRECTORS 


Savings  Banks 

-  Boston  Five  Cents  Savings  Bank,  Boston 

-  Charlestown  Savings  Bank,  Boston 

-  First  American  Bank  for  Savings,  Boston 

-  Institution  for  Savings  in  Newburyport  and  Its  Vicinity,  Newburyport 

-  New  Bedford  Five  Cents  Savings  Bank,  New  Bedford 

-  Suffolk  Franklin  Savings  Bank,  Boston 

-  Vanguard  Savings  Bank,  Holyoke 

Savings  and  Loan  Associations 

-  Commonwealth  Federal  Savings  and  Loan,  Lowell 

-  Freedom  Federal  Savings  and  Loan,  Worcester 

Commercial  Banks 

-  Berkshire  Bank  and  Trust  Company,  Pittsfield 

-  Cambridge  Trust  Company,  Cambridge 

-  First  Bank  and  Trust  Company,  Chelmsford 

-  First  Bristol  County  National  Bank,  Taunton 

-  First  National  Bank  of  New  Bedford,  New  Bedford 

-  First  Safety  Fund  National  Bank,  Fitchburg 

-  Franklin  County  Trust,  Greenfield 

-  Guaranty  Bank  and  Trust  Company,  Worcester 

-  Hancock  Bank  and  Trust  Company,  Quincy 

-  Mechanics  National  Bank  of  Worcester,  Worcester 

-  Old  Colony  Bank  of  Hampden  County,  N.A. ,  Holyoke 

-  Pioneer  National  Bank,  Greenfield 

-  Slade's  Ferry  Trust,  Fall  River 

-  Third  National  Bank  of  Hampden  County,  Springfield 

-  United  States  Trust  Company,  Boston 

-  Unity  Bank  and  Trust  Company,  Boston 
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COOPERS     &      LY  BRAND 


CERTIFIED    PUBLIC  ACCOUNTANTS 


A    MEMBER    FIRM    OF 
COOPERS    &    LYBRAND    (INTERNATIONAL) 


To  the  Board  of  Directors  of 

Massachusetts  Community  Development  Finance  Corporation: 

We  have  examined  the  balance  sheets  of  Massachusetts 
Community  Development  Finance  Corporation  as  of  June  30,  1980  and 
1979,  and  the  related  statements  of  revenues  and  expenses  and 
retained  earnings  and  statements  of  changes  in  financial  position 
for  the  years  then  ended.   Our  examinations  were  made  in  accordance 
with  generally  accepted  auditing  standards  and,  accordingly, 
included  such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

The  fair  values  of  investments  have  been  determined  by 
management  of  the  Corporation  as  described  in  Note  A  to  the 
financial  statements.   We  have  reviewed  the  procedures  applied  by 
management  in  valuing  such  investments  and  have  inspected  underlying 
documentation;  while  in  the  circumstances  the  procedures  appear  to 
be  reasonable  and  the  documentation  appropriate,  determination  of 
fair  values  involves  subjective  judgment  which  is  not  susceptible  to 
substantiation  by  auditing  procedures. 

In  our  opinion,  subject  to  the  effects,  if  any,  on  the 
financial  statements  of  the  valuation  of  investments  determined  by 
management  of  the  Corporation,  the  financial  statements  referred  to 
above  present  fairly  the  financial  position  of  Massachusetts 
Community  Development  Finance  Corporation  at  June  30,  1980  and  1979, 
and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  years  then  ended  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis. 


Boston,  Massachusetts 
August  8,  1980 


jZ^^y7^-<^   / 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

BALANCE  SHEETS,  June  30,  1980  and  1979 


38,828 

1,083 

1,188 

1,226 

25,000 

- 

ASSETS  1980  1979 

Cash  $     14,000    $    68,206 

Time  deposits  -  150,618 

Accrued  interest  receivable  194,078       210,350 

Money  market  investments,  at  cost 

(market:  1980  -  $9,632,182, 

1979  -  $9,859,771)  (Note  C)  9,650,729     9,897,458 

Investments  in  portfolio  companies  at 

fair  value  {Note  C) : 
Notes  receivable-current  (cost  $38,828  in 
1980  and  $1,083  in  1979) 
Prepaid  expenses 
Notes  Receivable 

Total  current  assets  9,923,823    10,328,941 

Investments  in  portfolio  companies  at 
fair  value  (Note  C): 
Common  stock  (cost  $558,000  in  1980  and 

$15,000  in  1979)  418,000        15,000 

Notes  receivable  (cost  $1,011,052  in 

1979  and  $188,917  in  1978)  782,052       188,917 

Fixed  assets,  at  cost,  less  accumulated 
depreciation  of  $1,557  in  1980  and 

$659  in  1979                                 8,543          8,727 
Other  assets  2  ,968   77_5 

Total  assets  $11,135,386    $10,542,360 

LIABILITIES  AND  STOCKHOLDER'S  EQUITY 

Accrued  expenses 

Payroll  taxes  withheld 

Deferred  income  -  services  to  portfolio 

companies 
Other  liabilities 

Total  current  liabilities 

Deferred  compensation  (Note  E) 
Commitments  (Note  D) 

STOCKHOLDER'S  EQUITY 

Common  stock,  authorized,  issued  and 

outstanding  1,000,000  shares,  $10 

par  value  10,000,000    10,000,000 

Retained  earnings  1,084,534       534,873 

Total  stockholder's  equity  11,084,534    10,534,873 

Total  liabilities  and 

stockholders  equity  $11,135,386   $10,542,360 

The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 


2,761 

915 

1,073 

1,947 

37,500 

- 

7,325 

4,625 

48,659 

7,487 

2,193 

- 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

STATEMENTS  OF  REVENUES  AND  EXPENSES  AND  RETAINED  EARNINGS 

for  the  years  ended  June  30,  1980  and  1979 


1980       1979 
Revenue : 
Interest 

Money  market  investments  $1,088,735   $764,909 
Investments  in  portfolio  companies  14,025      2,404 

Fees 

Services  provided  to  portfolio  companies  22, 500     


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 

-  32  - 


1,125,260  767,313 

Expense : 

Payroll  and  fringe  benefits                    130,219  100,553 

Office                                          26,295  9,993 

Rent  and  utilities                             15,925  13,621 

Telephone                                      6,936  4,440 

Travel  '                                       5,783  3,390 

Professional  fees                              18,257  9,580 

Other                                          3,184  3,148 
Provision  for  losses  on  investments 

in  portfolio  companies                     369,000  310,000 

575,599  454,725 


Net  income  549,661     312,588 

Retained  earnings,  beginning  of  period  534,873    222, 285 

Retained  earnings,  end  of  period  $1 , 084 , 534   $534 , 873 


MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 

for  the  years  ended  June  30,  1980  and  1979 


Working  capital  was  provided  by: 
Operations : 
Net  income 

Charges  not  requiring  working 
capital : 
Depreciation 
Deferred  compensation 


Working  capital  was  applied  to: 
Additions  to  fixed  assets 
Increase  in  other  assets 
Investments  in  portfolio  companies  (net) 

Common  stock 

Notes  receivable 


Increase  (decrease)  in  working  capital 


1980 


898 
2,193 


552,752 


714 
2,193 

403,000 
593,135 

999,042 


1979 


$  549,661     $   312,588 


614 


313,802 
6,578 

15,000 

188,917 

210,495 


$(446,290)    $   103,307 


Changes  in  the  components  of  working 
capital  were  as  follows: 
Increases  (decreases)  in  current  assets 
Cash 

Time  deposits 

Accrued  interest  receivable 
Money  market  investments 
Prepaid  expenses 
Investments  in  portfolio  companies: 

Notes  receivable,  current 
Notes  receivable 


Increases  (decreases)  in  current 

liabilities  : 
Accrued  expenses 
Payroll  taxes  withheld 
Deferred  income-services  to  portfolio 

companies 
Other  liabilities 


(54,206) 
(150,618) 

(16,272) 

(246,729) 

(38) 

37,745 
25,000 

(405,118) 


1,846 
(874) 

37,500 
2,700 


(13,121) 
(1,213,824) 
60,133 
1,261,583 
(464) 

1,083 


95,390 


(10,773) 

575 


2,281 


Increase  (decrease)  in  working  capital 


41,172 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 


(7,917) 


$(446,290)    $   103,307 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS 


A.  Significant  Accounting  Policies: 
Revenue  Recognition 

The  Corporation  records  interest  income  as  earned.   Fees  for 
other  services  are  accrued  at  the  time  services  are  provided. 

Valuation  of  Investments 

Money  Market Investments 

Money  market  investments  are  carried  at  cost.   The  Corporation 
intends  to  hold  such  securities  until  maturity  and, 
accordingly,  does  not  expect  to  realize  gains  or  losses  as  a 
result  of  holding  such  securities. 

Portfolio  Companies 

Securities  for  which  market  quotations  are  not  readily  avail- 
able and  which  are  restricted  as  to  salability  or  transfer- 
ability are  valued  at  fair  value  as  determined  in  good  faith 
by  management. 

Depreciation 

Provisions  for  depreciation  of  fixed  assets  are  calculated  under 
the  straight-line  method.  Fixed  assets  include  office  furniture 
and  equipment  with  useful  lives  ranging  from  5  to  10  years. 

B.  Organization: 

The  Corporation  was  created  in  1975  under  Chapter  40F  of  the 
Massachusetts  General  Laws  to  invest  money  principally  in 
business  enterprises  undertaken  in  conjunction  with  local 
community  development  corporations  which  carry  on  activities  in 
economically  depressed  areas  of  Massachusetts. 

The  Corporation  issued  500,000  shares  of  common  stock  ($10  par 
value)  to  The  Commonwealth  of  Massachusetts  on  December  8,  1977 
and  500,000  shares  on  March  22,  1978.   The  proceeds 
($10,000,000)  of  the  sale  of  common  stock  may  be  invested  in 
eligible  businesses  in  Massachusetts  or  in  certain  securities  as 
defined  in  Section  38  of  Chapter  29  of  the  General  Laws. 


Continued 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


C.   Investments : 

At  June  30,  1980  investments  included: 
Money  Market  Investments: 


Maturity 
Date 

Certificates  of 

deposit  (ten 

commercial  banks 

in  Massachusetts)  7/80  to  9/80   8 
Savings  certificates 

(three  savings 

banks  and  savings 

and  loan 

institutions  in 

Massachusetts)    9/80 
Six-month  money 

market  instru- 
ments (five 

savings  banks  in 

Massachusetts) 
Repurchase  agreement 

with  Shawmut  Bank 

of  Boston  N.A.  at 

7%  due  7/10/80 

collateralized  by 

Government 

National  Mortgage 

Association  8.0% 

due  7/15/2006 
U.S.  Treasury  Bills 

including  accrued 

interest 
Federal  National 

Mortgage  Assoc- 
iation 10/80 
Federal  Home  Loan 

Bank  8/80 


Interest 
Rate 


Cost 


Fair  Market 
Value 


25% 


to  17.6251  $1,000,000  $1,000,000 


6.75 


450,000 


450,000 


9/80  to  10/80  14.8  to  15.7 


500,000 


500,000 


200,000 


200,000 


7/80  to  11/80 


6,210,729   6,182,400 


8.7 
9.75 


300,000 
990,000 


297,282 
1,002,500 


$9,650,729  $9,632,182 


Continued 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


C.   Investments ,  continued: 

Portfolio  Companies: 

Investments  and  commitments  to  invest  at  June  30,  1980 


Colonial  Cooperative 
Press,  Inc. 
$390,000  -  10  yr 

10$  term  loan  due  in 
installments  through 
May,  1989 

Cybermation,  Inc. 

$100,000  -  12%  term  loan 
due  in  installments 
through  March,  1987 

Harvard  Design 
$235,000  -  7  yr 

10$  term  loan  due  in 
installments  through 
May,  1986 

Lambs  Metal  Fabrication 
of  Cleghorn 
$70,000  -  7  yr 

10$  term  loan  due  in 
installments  through 
April,  1990 

Microdata  Service  Center 
$60,000  -  7  yr 

10$  term  loan  due  in 
installments  through 
November,  1986 

Neighborhood  Energy 
Co . ,  Inc. 
$125,000  -  10  yr 

10$  term  loan  due 
in  installments 
through  May,  1990 

Neptune  International 
Corp . 
$130,000  -  10  yr 

10$  term  loan  due  in 
installments  through 
February,  1990 

New  England  Soy  Dairy 
$100,000  -  12$  due  in 

installments  through 
April,  1987 


Commi  tment 


$   390,000 


Funds  Advanced  at 

June  30,  1980 

Common    Notes  Receivable 
Stock    Current   Long-Term 

$   280,000 


213,000   $113,000   $  1,762 


275,000 


100,000 


90,000 


150,000 


40,000    24,937 


30,000 


30,000 


25,000 


230,000    100,000 


4,129 


200,000    100,000 


1,072 


60,378 


156,763 


10,000 


53,171 


58,500 


115,000 


55,928 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS,  Continued 

C.   Investments,  continued: 
Portfolio  Companies: 

Funds  Advanced  at 
June  30,  1980 
Common    Notes  Receivable 
Commitment    Stock   Current"   Long-Term 

North  End  Project  $  135,000  $    -     $   -     3    39,240 

$135,000  -   12%  term 
loan  due  in 
installments  through 
June,  1987 

Our  Market,  Inc.  125,000    15,000     2,558      97,442 

$110,000  -  7  yr  10% 
term  loan  due  in 
installments  through 
May,  1986 

Portuguese  -  American 

Pub.,  Inc.  90,000    30,000    2,882      37,118 

$60,000  -  7  yr 

10%  term  loan  due 
in  installments 
through  1986 
$20,000  demand  note 

Spectrum  Color  Labs.  175,000    75,000    1,488      47,512 

$100,000  -  8  yr 

10%  term  loan  due  in 
installments  through 
March,  1987 


Total  at  cost  558,000    38,828    1,011,052 

Less  provisions  for  loss  140,000     -        229,000 

Fair  value  $418,000  $38,828   $   782,052 

South  End  Press,  Inc.  180,000 

$180,000 

Taurus  at  Fountain  Hill 

Associates  310,000 

$310,000  -  letter  of 
credit 

Commitments  to  invest  made  subsequent  to  June  30,  1980: 

South  End  Press,  Inc.  20,000 

Our  Market,  Inc.  150,000 

$2,833,000 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


D.   Commitments: 


Office  Space 


The  Corporation  shares  office  space  with  the  Massachusetts 
Industrial  Finance  Agency.   The  Corporation's  share  of  the  cost 
of  such  space  was  $14,812  and  $12,504  for  the  years  ended  June 
30,  1980  and  1979,  respectively.   The  Corporation  is  a 
tenant-at -will ;  annual  rental  costs  approximate  $15,000.- 

E-   Deferred  Compensation  Plan: 

The  Corporation  has  a  deferred  compensation  program  covering 
substantially  all  employees.  Monies  are  invested  in  annuity 
contracts  until  retirement,  termination,  death  or  disability. 
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